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#1� ����'����������� ����2�%���$�����'���&�+�"&&�&,���&&���$�����'���&���3�"-�4 � � � �

#5� ����'����������� ����2�%�-" ��'���3����'����$�����'����" �+�"&&,� � �

#6� ����'���������%�-�  �%����"*����3� 
���
��� �	�����

#7� ����'������"��%*����%��&&��&� ���������� ��
�����

)� ����'�����������" �2�%� ���&� ����� �� ��

)�� ����'������ ��&� (�&�"��� �� ��

)�� ����'�����&� $��&��"��&� �� ��

)#� ��*�����/���--����"-�����'�&�������"�����'�$ ����$��& � �

))� ��$���������'�&8

))���!��%���� �� ��

))���� ��&-�  �%�- "*�&� $��&�+��"���9�/�%��%, �� ��

))�#�� ��&-�  �%��"�&� $��& � �

).� �� $��&��%:�&�*���&8

).���!��%���� �� ��

).���� ��&-�  �%��"���$�����+��"���9�/�%��%,� � �

).�#�� ��&-�  �%�- "*���$����� � �

)1� 9�/�%��%&��"�&�"���"�%� &� ����������� ��
��������

)5� �'' �'����; ���<��&�-" �'���&�" �+�"&&�&,����&� $��&� �� ��

)6� ��������'�������$�������%�&� $��&�+����&�#)��"�)5,� ���������� �������

�

)7� ��$�������%�&� $��&���%�"-� �$" ���'�$� �"%�+�����##�$��&�)6, ��������	�� �����������

��������	��
�������

)5���

)5���

)5�#�

)576� ��**� (�"-� �*�����'�; ���<��&�-" ������)5�- "*�"/� -�";�$�'�� �� ��

)577� �"���&�+����&�)5����� ��)5�#�$��&�)576,+�����)5��0"/�, �� ��

�

�.
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(� 	�$�������"�$����"#�� ����		� �������

)� �"����*����$����� "�+��(,� 	�����
� ����	�

-� .���&�����%��"$$� �����%�/�0#���$� �� ��

1� ����� ��$&� $��"���/� �������"���$����+ �+���%����"���$���%�! "�����%���������"���$� � �

2� �"##�$$�"�$���3/��$�$�/��%���%��++ �+����4 ���5��$�&" �%�%����"�$� ��
������� ��
��
���	��

6� 7�'�%��%$�/��%��"�/"���0�"�%� $� � �

8� 
�%� �����%�&" ��+�����"#����3�$�/��%�* ��"'� �%,�����"&�9 ������ ���3�"����/�����+���$�*�"$$�$,� 
��	���
�� 
������	��

��� �"����*����$�-��� "�+��8,� ���	��	�� ��������
�

��� ������$��& "#�"/� ���"�$�*�����)�#���$��������,� ��������	� ����
��	�

�
������������������

��� ! "���%$�& "#���'�$�#���$�$"�%��#��� �%�" � �/��%:

�����."�%$� ���
����� ����������

�������"��$� �� ��

���(�	" �+�+���"��$� �� ��

���)�������$����� �� ��

���-����� ���'�$��%��$$��$� �� ��

���1�����+���$�" �*�"$$�$,�"����$�����$���;��'�����$���%�$�" �5�� #���'�$�#���$� �� ��

���2�	�$�������"�$�/ "���%$� �� ��

���6��"������'�$�#����/ "���%$�*����$�������"����2,� ���
����� ����������

�(� �"$��"&���'�$�#���$���;�� �%�*�"�+5�� #�"��0,:

�(���."�%$� �����		�� ����������

�(�����"��$� �� ��

�(�(�	" �+�+���"��$� �� ��

�(�)�������$����� �� ��

�(�-����� ���'�$��%��$$��$� �� ��

�(�1�	�$�������"�$��//������"�$� �� ��

�(�2��"������'�$�#���$���;�� �%�*����$��(����"��(�1,� �����		�� ����������

�)� ������� ��$��*%�� ��$�,�����"�� �����"��$���%�/ �#��#��"��$� �� ��

�-� ������$��& "#���'�$�#���$�*��������6�#���$�������(�2�#���$�������),� ������	�� ���	�����

�
����������
������
����������
�������������

�1� ��$��/ "'�%�%�*�//���%,:

�1����� /��$��"��$����/������"��$� �� ��

�1�����/�������%�/��%����$� /��$����$$�� ��$� 0�$�"��� �� ��

�1�(�."  "4�%�&��%$� �� ��

�1�)�����%�/"$��$�"��%�/"$��5�0/���"�� ���$���%�"��� ���$� ��������<������$� �� ��

�1�-�7�'�%��%$��"�$�"���"�%� $� ����������� �����������

�1�1����� ���$��/ "'�%�%�*�//���%,� �����	��� 		������

�2� ������$��& "#�&�������+���%�#�$�������"�$�$"� ��$�*����$��1����"��1�)�#���$�������1�-�/��$�������1�1,� ��������	��� ����

����	�

���� �����!�� ��������"�������#$�%��� !��� &�����!'!����� %��!�� !�

�6� ��������+�������$�����$���;��'�����$���%�$�" �5�� #���'�$�#���$�*���������/��$�����$��-���%��2,� ��������	�� �������	���

�8� ��$�����$���;��'�����$���%�$�" �5�� #���'�$�#���$:

�8���.�+�����+�"&�0�� � �������
��� ����������

�8�����%�"&�0�� �*������6�/��$�������8��, ����
����
� �������
���

�

�"��:���//��#������%�$��"$� �$�"&���$��&�"4���&" #���"��&" ��"�5��$��� ��$����"�$:
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�� ����9�����*���"��'�!"� �* �"�#�"$�#���'�"�#�"$��2�"�
"�����"�'��� �� � � � � � � � � �

)� 
��82�"8#�"$����%�����2�: � �

 �'������;!��#�#(� �� � � � � � � � � 555

+� ��#��"�$��*�� �� � � � � � � � � 555

.� �99"�9����<"���8��#�2�"�����"����������"��"�����'�
"�$��*�#� ������� �� �� �� �� �� �� �� ������� 555

0� �99"�9����<"���8��#�2�"�����"����8���������"��"�����'�
"�$��*�#� �� 555 555 555 555 555 555 555 555 ��

4� ������"�$��*�#�%����#������0(� ������� �� �� �� �� �� �� �� ������� ��

6� �#!����= �'�����>���2��#� ������	� ������	� � � � � � � � 555

7� ����"�!"�2�##������#�"$���#� �� � � � � � � � �� 555

��� �*�#�'��"�2�""��#� �� � � � � � � � � 555

��� � �"9���-�"�� ���'��*�8�28�"��� �� � � � � � � � � 555

��� 3"�#�"�!�����'"*9#� �
	� �
	� � � � � � � � 555

�)� �99"�9����<"���8��#�2�"�����"���#!�������'� �'����� �� �� �� �� �� �� �� �� �� 555

�+� �������$��!�����<������'��'?*#� ���#���'�>��*#�� �*��#� �� � � � � � � � � 555

�.� �*>������%����#�6�����+(� ��
��	�� ��
��	�� �� �� �� �� �� �� �� 555

�0� ����"���#*"�����"���$�"��#� ��
��	�� ��
��	�� � � � � � � � 555

�4� ������ �'�������'���#!�����%����#��.� ��*#��0( �� �� �� �� �� �� �� �� �� 555

�6� ���8����������� #�%���(� �� 555 555 555 555 555 555 555 555 �

�7� ���� #��'?*#� �����;!��#�#�����*'��9

: �������� ���#��������� �����;!��#�#� �������� � � � � � � � �������� �

��� @���"����' ���#�"���$���;!��#�#� �
��������� ����	� � � � � � � �
������	
� �

��� ���"��#�����"�#�"$�#�2�"�����'������'������������"���#� �� � � � � � � � � 555

��� ���"��#�����"�#�"$�#�2�"���2������"���#� �� 555 555 555 555 555 555 555 555 �

�)� ������*�'�"<"����9�'�'*�����#�%����#��4������(� ����������� ����	� �� �� �� �� �� �� �����	����� ��

�+� ������*�'�"<"����9�9�����"�%��##(�%�����4� ��*#�������)( ����������� ����	� �� �� �� �� �� �� ����������� ��

,��������
�A ����8���

�.��� �������������������� ������� � � � � � � � ������� 555

�.��� 555

�.�)� 555

�.76� �*  �"-��2�"� �����9�<"���8��#�2�"������.�2"� ��$�"2��<�
!�9�� �� �� �� �� �� �� �� �� �� 555

�.77� �����#�%����#��.�����"*��.�)�!�*#��.76(�%�����.��>�$�( ������� �� �� �� �� �� �� �� ������� 555

�0��� 555 555 555 555 555 555 555 555

�0��� 555 555 555 555 555 555 555 555

�0�)� 555 555 555 555 555 555 555 555

�076� �*  �"-��2�"� �����9�<"���8��#�2�"������0�2"� ��$�"2��<�
!�9�� �� 555 555 555 555 555 555 555 555 ��

�077� �����#�%����#��0�����"*��0�)�!�*#��076(�%�����0��>�$�( �� 555 555 555 555 555 555 555 555 ��

�)��� 555

�)��� 555

�)�)� 555

�)76� �*  �"-��2�"� �����9�<"���8��#�2�"�������)�2"� �
�$�"2��<�!�9�� �� �� �� �� �� �� �� �� �� 555

�)77� �����#�%����#��)�����"*��)�)�!�*#��)76(�%������)��>�$�( �� �� �� �� �� �� �� �� �� 555
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�� 	�&���$���!//��%���� � � � ��

'� #���������1� � � � ��

)� 2�"�������1� � � � ��

3� 
�&�$����%/��1��"������� ������"�*���� �� � � ��

4� ������52����-�	�&���$�� �� � � ��

6� ������5�5�-�	�&����&� �� � � ��

7� ����$�������� � � � ��

8� ������"!9������+����"�����$�!:��7.�� ������� �� ������� ��

��� ����� �� � � ��

��� *$�/�$�1;��"!���1� �� � � ��

��� �����"�+����"�8������. ������� �� ������� ��
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�� 3�- ���#�'*"��9�����-��":

����,�"���� �������� �������� � � � � � � � �

��������#*"������##* �'� �� � � � � � � � � �

��)�����#*"�������'�'� �������� �������� � � � � � � � �

��+����� �� �� �� �� �� �� �� �� �� ��

�� 3��'� �'������������$��!���#���'�;��*#�#� �� � � � � � � � � �

)� ���� ����;����-�,��� ;�"�)����*""����-��"�2"� �3�"����:

)���,�"���� �	����� �	����� �� �� �� �� �� �� �� ��

)�������#*"������##* �'� �� �� �� �� �� �� �� �� �� ��

)�)�����#*"�������'�'� �	����� �	����� �� �� �� �� �� �� �� ��

)�+����� �� �� �� �� �� �� �� �� �� ��

+� ���� �"�#�"$��,��� ;�"�)����*""����-��"�2"� �3�"���,:

+���,�"���� �� � � � � � � � � �

+�������#*"������##* �'� �� � � � � � � � � �

+�)�����#*"�������'�'� �� � � � � � � � � �

+�+����� �� �� �� �� �� �� �� �� �� ��

.� ���"*�'� �'������������$��!���#���'�;��*#�#���*""����
-��"� �� � � � � � � � � �

0� ������������"��"����$�;��#�%�(� �� � � � � � � � � �

4� � �*��#�"���$�"�;���2"� �"���#*"�"#�,��� ;�"�)���
�*""����-��"� �� � � � � � � � � �

6� ���� ����;����-�,��� ;�"�)���!"��"�-��"�2"� �3�"����:

6���,�"���� ���
��� ���
��� �� �� �� �� �� �� �� ��

6�������#*"������##* �'� �� �� �� �� �� �� �� �� �� ��

6�)�����#*"�������'�'� ���
��� ���
��� �� �� �� �� �� �� �� ��

6�+����� �� �� �� �� �� �� �� �� �� ��

7� ���� �"�#�"$��,��� ;�"�)���!"��"�-��"�2"� �3�"���,:

7���,�"���� �� � � � � � � � � �

7�������#*"������##* �'� �� � � � � � � � � �

7�)�����#*"�������'�'� �� � � � � � � � � �

7�+����� �� �� �� �� �� �� �� �� �� ��

��� ���"*�'� �'������������$��!���#���'�;��*#�#��!"��"�-��"� �� � � � � � � � � �

��� � �*��#�"���$�"�;���2"� �"���#*"�"#�,��� ;�"�)���
!"��"�-��"� �� � � � � � � � � �

��� ���*""�'�1���2��#:

�����,�"���� �������� �������� �� �� �� �� �� �� �� ��

���������#*"������##* �'� �� �� �� �� �� �� �� �� �� ��

���)�����#*"�������'�'� �������� �������� �� �� �� �� �� �� �� ��

���+����� �� �� �� �� �� �� �� �� �� ��

�)� ���*""�'� �'������������$��!���#���'�;��*#�# �� �� �� �� �� �� �� �� �� ��

%�(��<��*'�#�= ������#��"��'$����#����!"�$�'�"#�����-����<!��#�'�
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NOTES TO FINANCIAL STATEMENTS 

 

 

 
1.  Summary of Significant Accounting Policies 
 

A. Accounting Practices 
 

The accompanying financial statements of HealthLink HMO, Inc. (the 
“Company”) have been prepared in conformity with the National Association of 
Insurance Commissioners’ (“NAIC”) Annual Statement Instructions and in 
accordance with accounting practices prescribed or permitted by the State of 
Missouri Department of Insurance (the “Department”).  The Department has 
adopted accounting policies found in the National Association of Insurance 
Commissioners’ (“NAIC”) Accounting Practices and Procedures Manual 
(“NAIC SAP”) as a component of prescribed accounting practices.  Additionally, 
the Department has adopted certain prescribed accounting practices that differ 
from those found in NAIC SAP, which impact the Company, specifically; 
limitations are placed on intercompany receivable balances.  The Department has 
the right to permit other specific practices that deviate from prescribed practices.  
The Company has employed no permitted practices in preparing the 
accompanying statutory basis financial statements. 
 
A reconciliation of the Company’s capital and surplus as of December 31, 2011 
and 2010, respectively, between NAIC SAP and practices prescribed by the 
Department is shown below: 

2011 2010
Statutory capital and surplus, 

Department basis 17,994,451$    20,791,191$    
State prescribed practices:

Nonadmittance of amounts due from
affiliates pursuant to 382.195 of the 
Missouri Revised Statutes effective 
August 28, 2005 1,280,714        402,307           

Statutory capital and surplus, NAIC SAP 19,275,165$    21,193,498$    

For the years ended December 31, 2011 and 2010, there were no differences 
between the Company’s net income under NAIC SAP and practices permitted or 
prescribed by the Department. 
 

B. Use of Estimates in the Preparation of the Financial Statements 
 

Preparation of financial statements requires management to make estimates and 
assumptions that affect the amounts reported in the financial statements and 
accompanying notes.  Actual results could differ from those estimates. 

 
C. Accounting Policies 

 
Health premiums are earned over the term of the related insurance policies and 
reinsurance contracts.  Unearned premium reserves are established to cover the 
unexpired portion of premiums written, and are computed by pro rata methods for 
direct business.  Premiums paid by subscribers prior to the effective date are 
recorded on the balance sheet as premiums received in advance and are 
subsequently credited to income as earned during the coverage period.  Premium 
rates for certain lines of business are subject to approval by the Department.  
Expenses incurred in connection with acquiring new insurance business, including 
acquisition costs such as sales commissions, are charged to operations as incurred.  
All other costs, such as premium taxes and other underwriting expenses, are 
charged to operations as incurred.   
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 In addition, the Company uses the following accounting policies: 
 

1. Short-term investments include investments with maturities of less than one 
year at the date of acquisition and are reported at amortized cost, which 
approximates fair value.  Non-investment grade short-term investments are 
stated at the lower of amortized cost or fair value. 

2. Investment grade bonds not backed by other loans are stated at amortized cost, 
with amortization calculated based on the modified scientific method, using 
lower of yield to call or yield to maturity.  Non-investment grade bonds are 
stated at the lower of amortized cost or fair value as determined by various 
third-party pricing sources. 

3. The Company has no investments in common stocks of unaffiliated 
companies.   

4. The Company has no investments in preferred stocks.  
5. Mortgage loans on real estate– Not applicable.  
6. Loan-backed securities– Not applicable.  
7. The Company has no investments in subsidiaries, controlled and affiliated 

companies.  
8. The Company has no investments in joint ventures, partnerships and limited 

liability companies.  
9. The Company has no derivative instruments.  
10. The Company does not anticipate investment income as a factor in premium 

deficiency reserve calculations.  
11. Unpaid claims and claims adjustment expenses include management’s best 

estimate of amounts based on historical claim development patterns and 
certain individual case estimates.  The established liability considers health 
benefit provisions, business practices, economic conditions and other factors 
that may materially affect the cost, frequency and severity of claims.   
Liabilities for unpaid claims and claim adjustment expenses are based on 
assumptions and estimates, and while management believes such estimates are 
reasonable, the ultimate liability may be in excess of or less than the amount 
provided.  The methods for making such estimates and for establishing the 
resulting liabilities are continually reviewed and changes in estimates are 
incorporated into current period estimates.   

12. The Company has not modified its capitalization policy from the prior period. 
13. Pharmacy rebate receivables are recorded when earned based upon actual 

rebate receivables billed and an estimate of receivables based upon current 
utilization of specific pharmaceuticals and provider contract terms. 

14. Service fees earned from providing administrative services to self-insured 
customers are deducted from operating expenses, and related claim payments 
and subsequent reimbursements of those claim payments are excluded from 
net income.  

 
2. Accounting Changes and Corrections of Errors 
 

A. Correction of Errors 
  
There were no corrections of errors during the years ended December 31, 2011 
and 2010. 
 

3. Business Combinations and Goodwill 
 

A. Statutory Purchase Method   Not applicable. 
B. Statutory Merger    Not applicable.  
C. Assumption Reinsurance   Not applicable.  
D. Impairment Loss    Not applicable.  
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4. Discontinued Operations 
 

The Company had no operations that were discontinued during 2011 or 2010.   
 

5. Investments  
 

A. Mortgage Loans, including Mezzanine Real Estate Loans 
 

The Company did not have investments in mortgage loans at December 31, 2011 
or 2010. 

 
B. Debt Restructuring 
 

The Company did not have invested assets that were restructured debt at 
December 31, 2011 or 2010. 

 
C. Reverse Mortgages 
 

The Company did not have investments in reverse mortgages at December 31, 
2011 or 2010. 

 
D. Loan-Backed Securities 

 
The Company did not have loan-backed securities at December 31, 2011 or 2010. 

 
E. Repurchase Agreements and/or Securities Lending Transactions 

 
The Company did not enter into repurchase agreements or securities lending 
transactions at December 31, 2011 or 2010.   

 
F. Real Estate 

 
The Company did not own investment real estate at December 31, 2011 or 2010. 

 
G. Investments in Low-Income Housing Tax Credits 
 

The Company did not invest in properties generating low-income housing tax 
credits during 2011 or 2010. 
 

6. Joint Ventures, Partnerships and Limited Liability Companies 
 

A. The Company did not have investments in joint ventures, partnerships or limited 
liability companies at December 31, 2011 or 2010.  

 
B. Not applicable. 

 
7. Investment Income 
 

A. All investment income due and accrued with amounts that are over 90 days past 
due is non-admitted.   

 
B. At December 31, 2011 and 2010 there was no non-admitted accrued investment 

interest income. 
 
8. Derivative Instruments 
 

The Company has no derivative instruments.   
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9. Income Taxes 
 

A. The components of net deferred tax asset (liability) 
 
1. The components of net deferred tax asset (liability) at December 31, 2011 are 

as follows: 
 

Ordinary Capital Total
Gross deferred tax assets 473,062$   -$          473,062$   
Statutory valuation allowance -                 -            -                 
Adjusted gross deferred tax assets 473,062     -            473,062     
Gross deferred tax liabilities -                 (8,128)   (8,128)        
Net deferred tax asset before admissibility test 473,062$   (8,128)$ 464,934$   

 
The amount of admitted adjusted gross deferred tax assets under each component 
of Statement of Statutory Accounting Principles (“SSAP”) No. 10 – Revised,  
Income Taxes – A Temporary Replacement of SSAP No. 10 (“SSAP 10R”) as of 
December 31, 2011 is: 

 
Ordinary Capital Total

Admitted pursuant to Paragraph 10.a 240,669$   -$          240,669$   
Admitted pursuant to Paragraph 10.b -                 -            -                 
Admitted pursuant to Paragraph 10.c 8,129         -            8,129         
Admitted deferred tax asset 248,798     -            248,798     
Deferred tax liability -                 (8,128)   (8,128)        
Net admitted deferred tax asset 248,798     (8,128)   240,670     
Nonadmitted deferred tax asset 224,264$   -$          224,264$   

 
The components of net deferred tax asset (liability) at December 31, 2010 are as 
follows: 
 

Ordinary Capital Total
Gross deferred tax assets 159,285$   -$          159,285$   
Statutory valuation allowance -                 -            -                 
Adjusted gross deferred tax assets 159,285     -            159,285     
Gross deferred tax liabilities -                 (5,742)   (5,742)        
Net deferred tax asset before admissibility test 159,285$   (5,742)$ 153,543$   

 
The amount of admitted adjusted gross deferred tax assets under each component 
of SSAP 10R as of December 31, 2010 is: 
 

Ordinary Capital Total
Admitted pursuant to Paragraph 10.a 80,089$     -$          80,089$     
Admitted pursuant to Paragraph 10.b -                 -            -                 
Admitted pursuant to Paragraph 10.c 5,742         -            5,742         
Admitted deferred tax asset 85,831       -            85,831       
Deferred tax liability -                 (5,742)   (5,742)        
Net admitted deferred tax asset 85,831       (5,742)   80,089       
Nonadmitted deferred tax asset 73,454$     -$          73,454$     
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2. The company has not elected to admit deferred tax assets pursuant to 
paragraph 10.e, in either 2011 or 2010. 

 
3. The change in the amount of admitted adjusted gross deferred tax assets 

under each component of SSAP 10R during 2011 is: 
 

Ordinary Capital Total
Admitted pursuant to paragraph 10.a 160,580$   -$          160,580$   
Admitted pursuant to paragraph 10.b -                 -            -                 
Admitted pursuant to paragraph 10.c 2,387         -            2,387         
Admitted deferred tax asset 162,967     -            162,967     
Deferred tax liability -                 (2,386)   (2,386)        
Net admitted deferred tax asset 162,967$   (2,386)$ 160,581$   
Nonadmitted deferred tax asset 150,810$   -$          150,810$   

 
There is no impact of tax planning strategies. 
 

B. The Company has no unrecognized deferred tax liabilities at December 31, 2011 
and 2010.  

 
C. Current income taxes incurred (benefit) consist of the following major 

components: 
 

2011 2010 Change
Federal income tax on operations 5,327,038$  5,737,752$  (410,714)$      
Federal income tax expense on net capital gains 6,723           543              6,180              

Federal income taxes incurred 5,333,761$  5,738,295$  (404,534)$      

 
The components of deferred income taxes at December 31 are as follows: 
 

2011 2010 Change
Deferred tax assets:
   Ordinary:

   Accrued future expenses 7,273$         822$            6,451$          
   Accounts receivable 464,787       158,392       306,395        
   Unearned premium reserve 1,002           71                931               

   Subtotal 473,062       159,285       313,777        
   Nonadmitted deferred tax assets (224,264)      (73,454)        (150,810)       

Admitted ordinary deferred tax assets 248,798       85,831         162,967        

   Capital:
Investments in securities (8,128)          (5,742)          (2,386)           
Deferred tax liabilities (8,128)          (5,742)          (2,386)           

Net admitted deferred tax assets 240,670$     80,089$       160,581$      
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The changes in deferred tax assets and deferred tax liabilities at December 31 are 
as follows: 
 

2011 2010 Change
Total deferred tax assets 473,062$     159,285$     313,777$      
Total deferred tax liabilities (8,128)          (5,742)          (2,386)           
Net deferred tax asset 464,934$     153,543$     311,391        
Tax effect of unrealized gains (losses) -
Change in deferred income tax 311,391$      

 
D. The Company’s income tax expense and change in deferred income taxes differs 

from the amount obtained by applying the federal statutory income tax rate of 
35% for the year ended December 31 as follows: 

 
2011 2010

Tax expense computed using federal statutory rate  $      5,338,148  $        5,749,784 

Change in nonadmitted assets           (306,395)                 57,214 
Tax exempt income and dividend received 

net of proration               (9,665)                 (8,711)
Other                    282                        (2)

Total  $      5,022,370  $        5,798,285 

Federal income taxes incurred  $      5,333,761  $        5,738,296 
Change in net deferred income taxes           (311,391)                 59,989 

Total statutory income taxes  $      5,022,370  $        5,798,285 

 
E.  Operating loss carryforwards: 

 
1. The Company has no operating loss carryforwards and no tax credit 

carryforwards as of December 31, 2011.   
 
2. The following are income taxes incurred in the current and prior year(s) that 

will be available for recoupment in the event of future net losses: 
 

Ordinary Capital Total
2011 5,327,036$     6,723$            5,333,759$     
2010 5,737,754       543                 5,738,297       
2009 N/A -                     -                      

 
3. The Company has no protective tax deposits as admitted assets under Section 

6603 of the Internal Revenue Code December 31, 2011 and 2010. 
 

F. The Company and the following entities participate in a tax sharing agreement 
with WellPoint, Inc. and its subsidiaries.  Allocation of federal income taxes is 
based upon separate income tax return calculations with credit for net losses that 
can be used on a consolidated basis.  Intercompany income tax balances are 
settled based on the Internal Revenue Service due dates.   
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AHI Healthcare Corporation Government Health Services, LLC
American Imaging Management, Inc. Health Core, Inc.
Anthem Blue Cross Life and Health Insurance Company Health Management Corporation
Anthem Credentialing Services, Inc. HealthKeepers, Inc.
Anthem Financial, Inc. HealthLink HMO, Inc.
Anthem Health Insurance Company of Nevada HealthLink, Inc.
Anthem Health Plans of Kentucky, Inc. HealthReach Services, Inc.
Anthem Health Plans of Maine, Inc. Healthy Alliance Life Insurance Company
Anthem Health Plans of New Hampshire, Inc. HMO Colorado, Inc.
Anthem Health Plans of Virginia, Inc. HMO Missouri, Inc.
Anthem Health Plans, Inc. Imaging Management Holdings, LLC
Anthem Holding Corp. Imaging Providers of Texas
Anthem Insurance Companies, Inc. Lease Partners, Inc.
Anthem Southeast, Inc. Matthew Thornton Health Plan, Inc.
Anthem UM Services, Inc. National Capital Preferred Provider Organization, Inc.
Arcus Enterprises, Inc. National Government Services, Inc.
Arcus Financial Services, Inc. OneNation Insurance Company
ARCUS HealthyLiving Services, Inc. Park Square Holdings, Inc.
Associated Group, Inc. Park Square I, Inc.
Behavioral Health Network, Inc. Park Square II, Inc.
Blue Cross and Blue Shield of Georgia, Inc. R&P Realty, Inc.
Blue Cross Blue Shield Healthcare Plan of Georgia, Inc. Rayant Insurance Company of New York
Blue Cross Blue Shield of Wisconsin Resolution Health, Inc.
Blue Cross of California RightCHOICE Insurance Company
Blue Cross of California Partnership Plan, Inc. RightCHOICE Managed Care, Inc.
CareMore Health Group, Inc. Rocky Mountain Hospital and Medical Service, Inc.
CareMore Health Plan SellCore, Inc.
CareMore Health Plan of Arizona, Inc. Southeast Services, Inc.
CareMore Health Plan of Colorado, Inc. State Sponsored Business UM Services, Inc.
CareMore Health Plan of Nevada The WellPoint Companies, Inc.
CareMore Health Plan of Texas, Inc. TrustSolutions, LLC
CareMore Holdings, Inc. UNICARE Health Insurance Company of Texas
CareMore Medical Enterprises UNICARE Health Insurance Company of the Midwest
CareMore Medical Management Company UNICARE Health Plan of Kansas, Inc.
Cerulean Companies, Inc. UNICARE Health Plan of West Virginia, Inc.
Claim Management Services, Inc. UNICARE Health Plans of Texas, Inc.
Community Insurance Company UNICARE Health Plans of the Midwest, Inc.
CommunityConnect Health Plan of Pennsylvania, Inc. UNICARE Illinois Services, Inc.
Compcare Health Services Insurance Corporation UNICARE Life & Health Insurance Company
Crossroads Acquisition Corp UNICARE National Services, Inc.
DeCare Analytics, LLC UNICARE of Texas Health Plans, Inc.
DeCare Dental Health International, LLC UNICARE Specialty Services, Inc.
DeCare Dental, LLC United Government Services, LLC
DeCare Dental Networks, LLC UtiliMed IPA, Inc.
Dental Claims Administrative Services, Inc. WellPoint Behavioral Health, Inc.
Designated Agent Company, Inc. WellPoint California Services, Inc.
EHC Benefits Agency, Inc. WellPoint Dental Services, Inc.
Empire HealthChoice Assurance, Inc. WellPoint Holding Corporation
Empire HealthChoice HMO, Inc. WellPoint Information Technology Services, Inc.
Forty-Four Forty-Four Forest Park Redevelopment Corp WellPoint Insurance Services, Inc.
Golden West Health Plan, Inc. WellPoint, Inc.

 



ANNUAL STATEMENT FOR THE YEAR 2011 OF THE  HealthLink HMO, Inc.

25.7

 
NOTES TO FINANCIAL STATEMENTS 

 

 

 
10. Information Concerning Parent, Subsidiaries, Affiliates and Other Related 

Parties 
 

A.  Nature of the Relationship   
 

The Company is a Missouri domiciled stock insurance company and is a wholly-
owned subsidiary of HealthLink, Inc. which is a wholly-owned indirect subsidiary 
of WellPoint, Inc. (“WellPoint”), a publicly traded company.   

 
B.  Significant Transactions for Each Period 
 

The following significant transactions took place between the Company and its 
affiliates: 
 
The Board of Directors of the Company declared an extraordinary dividend in the 
amount of $12,000,000 on April 22, 2011.  The Department approved this 
dividend on May 24, 2011 and a payment was made to its parent, HealthLink, 
Inc., on June 1, 2011. 
 
The Board of Directors of the Company declared an extraordinary dividend in the 
amount of $13,000,000 on July 9, 2010.  The Department approved this dividend 
on August 9, 2010 and a payment was made to its parent, HealthLink, Inc., on 
August 26, 2010. 

 
C.  Intercompany Management and Service Arrangements 

 
There were no changes to intercompany management and service arrangements, 
and there were no additional arrangements entered into during 2011 or 2010.  The 
amounts of transactions under such agreements are included in Schedule Y, Part 
2.  
 

D.  Amounts Due To or From Related Parties 
 
At December 31, 2011 and 2010, the Company reported $1,938,337 and 
$1,110,937 due from affiliates and $182,077 and $626,952 due to affiliates, 
respectively.  The receivable and payable balances represent intercompany 
transactions that will be settled in accordance with the settlement terms of the 
intercompany agreement. 
 

E. Guarantees or Contingencies for Related Parties 
 

The Company did not enter into guarantees or undertakings for the benefit of an 
affiliate which would result in a material contingent exposure of the Company’s 
or any affiliated insurer’s assets or liabilities. 

 
F. Management and Service Agreements and Cost Sharing Arrangements   

 
The Company has entered into administrative services agreements with its 
affiliated companies. Pursuant to these agreements, various administrative, 
management and support services are provided to or provided by the Company.  
The costs and expenses related to these administrative management and support 
services are allocated to or allocated by the Company in an amount equal to the 
direct and indirect costs and expenses incurred in providing these services.  Direct 
costs include expenses such as salaries, employee benefits, communications, 
advertising, consulting services, maintenance, rent, utilities, and supplies which 
are directly attributable to the Company’s operations.  Allocated costs include 
expenses such as salaries, benefit claims and enrollment processing, billing, 
accounting, underwriting, product development and budgeting, which support the 
Company’s operations.  These costs are allocated based on various utilization 
statistics.  



ANNUAL STATEMENT FOR THE YEAR 2011 OF THE  HealthLink HMO, Inc.

25.8

 
NOTES TO FINANCIAL STATEMENTS 

 

 

 
G. Nature of Control Relationships that Could Affect Operations or Financial 

Position 
 

HealthLink, Inc. owns all outstanding shares of the Company.  The Company’s 
ultimate parent is WellPoint. 

 
H. Amount Deducted for Investment in Upstream Company 

 
The Company and its subsidiaries do not own shares of upstream intermediate 
entities or WellPoint. 

 
I. Detail of Investments in Affiliates Greater than 10% of Admitted Assets 

 
At December 31, 2011 and 2010, the Company did not have investments in 
affiliates. 
 

J. Write-down for Impairments of Investments in Subsidiaries, Controlled or 
Affiliated Companies   

 
Not applicable.  

 
K. Investment in a Foreign Insurance Subsidiary   

 
The Company does not have investments in foreign insurance subsidiaries. 
 

L. Investment in Downstream Non-insurance Holding Companies   
 

Not applicable. 
 
11. Debt 
 

A. Capital Notes 
 

The Company had no capital notes outstanding at December 31, 2011 and 2010.  
 

B. All Other Debt 
 
The Company had no other debt outstanding at December 31, 2011 and 2010.  

 
12. Retirement Plans, Deferred Compensation, Postemployment Benefits and 

Compensated Absences and Other Postretirement Benefit Plans  
 

A.  Defined Benefit Plan 
 

Not applicable – See Note 12D.  
 
B.  Defined Contribution Plan 
 

Not applicable – See Note 12D.   
 
C.   Multiemployer Plan 
 

The Company does not participate in a multiemployer plan. 
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D.  Consolidated/Holding Company Plans 
 

The Company participates in the WellPoint Cash Balance Pension Plan (the 
“Plan”) sponsored by ATH Holding Company, LLC (“ATH Holding”), a frozen 
non-contributory defined benefit pension plan covering most employee of 
WellPoint, Inc. and its subsidiaries.  ATH Holding allocates a share of the total 
accumulated costs (credits) of the Plan to the Company based on the number of 
allocated employees.  During 2011 and 2010, these costs (credits) totaled $5,217 
and ($242), respectively.  The Company has no legal obligation for benefits under 
the Plan.   
 
The  Company participates in a postretirement medical benefit plan, sponsored by 
ATH Holding providing certain health, life, vision and dental benefits to eligible 
retirees.  ATH Holding allocates a share of the total accumulated costs of this 
benefit plan to the Company based on the number of allocated employees.  During 
2011 and 2010, these costs totaled $6,639 and $5,426, respectively.  The 
Company has no legal obligation for the benefits under this plan. 
 
The Company participates in various deferred compensation plans sponsored by 
WellPoint, Inc. which covers certain employees.  The deferred amounts are 
payable according to the terms and subject to the conditions of said deferred 
compensation agreements.  WellPoint allocates a share of the total accumulated 
costs of this plan to the Company based on the number of allocated employees 
participating in the plan.  During 2011 and 2010, these costs totaled $592 and 
$484, respectively.  The Company has no legal obligation for benefits under this 
plan. 
 
The Company participates in the WellPoint 401(K) Retirement Savings Plan, 
sponsored by ATH Holding and covering substantially all employees. Voluntary 
employee contributions are matched by ATH Holding subject to certain 
limitations.  ATH Holding allocates a share of the total accumulated costs of the 
plans to the Company based on the number of allocated employees.  During 2011 
and 2010, these costs totaled $22,688 and $18,545, respectively.  The Company 
has no legal obligation for benefits under this plan. 
 

E.  Post Employment Benefits and Compensated Absences 
 

Liabilities for earned not yet taken vacation and severance benefits have been 
accrued as of December 31, 2011 and 2010.    
 

F. Impact of Medicare Modernization Act on Postretirement Benefits (INT 04-
17) 
 
Not applicable. 
 

13. Capital and Surplus, Shareholders’ Dividend Restrictions and Quasi-
Reorganizations 

 
(1) Outstanding Shares 

 
As of December 31, 2011, the Company has 300 shares of $100 par value 
common stock authorized.  The number of shares issued and outstanding is 10. 

  
(2) Preferred Stock 

 
The Company has no preferred stock outstanding. 
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(3) Dividend Restrictions 
 
Under Missouri law, there are certain restrictions on the payment of dividends by 
insurers in a holding company structure.  It shall not be lawful for the directors, 
trustees or managers of any insurance company to make any dividend, except 
from the surplus profits arising from their business, nor for any company to solicit 
or do new business, when its assets are less than three-fourths of its liabilities.  If 
the aggregate amount of the payments and other distributions made to 
shareholders and declared as dividends during a calendar year exceeds one-half 
percent of the policy owners’ surplus, then all of the payments and distributions 
are fully subject to the rule, including amounts that would otherwise be exempt.  
In addition the distribution of an extraordinary dividend and payment of a 
dividend from other than earned surplus requires approval of the Director of the 
Department. 
 
An extraordinary dividend is defined as one that exceeds the lesser of 10 percent 
of the insurer’s surplus as regards policyholders as of the 31st day of December 
next preceding, or the net investment income for the twelve month period ending 
the 31st day of December next preceding, but shall not include pro rata 
distributions of any class of the insurer’s own securities.  

 
(4) Dividends Paid 

 
See Footnote 10B.   
 

(5) Maximum Ordinary Dividend During 2012 
 
Within the limitations of (3) above, the Company may pay $799,110 in dividends 
during 2012 without prior approval.   

  
(6) Unassigned Surplus Restrictions 

  
Unassigned surplus funds are not restricted at December 31, 2011. 

 
(7) Mutual Surplus Advances 

  
Not applicable. 

 
(8) Company Stock Held for Special Purpose 

 
There are no shares of stock held for special purposes at December 31, 2011. 

 
(9) Changes in Special Surplus Funds 

 
There are no special surplus funds at December 31, 2011.  

 
 (10) Changes in Unassigned Funds 

 
Unassigned funds were not impacted by cumulative unrealized gains and losses at 
December 31, 2011.   

 
 (11) Surplus Notes 

 
The Company has not issued any surplus notes or debentures or similar   
obligations. 

 
 (12) Restatement due to Prior Quasi-reorganizations 

 
The Company had no restatements due to prior quasi-reorganizations. 
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 (13) Quasi-reorganizations over Prior 10 Years 
 

The Company has not been involved in a quasi-reorganization during the past 10 
years. 
 

14. Contingencies 
 

A. Contingent Commitments 
 

The Company has no contingent commitments at December 31, 2011.  
 

B. Assessments 
 

Not applicable.     
 

C. Gain Contingencies 
 

The Company has no gain contingencies at December 31, 2011.  
 

D. Claims-Related Extra Contractual Obligation and Bad Faith Losses 
Stemming From Lawsuits 

 
Not applicable. 

 
E. All Other Contingencies 

 
The Company is involved in other pending and threatened litigation of the 
character incidental to the business transacted, arising out of its operations and is 
from time to time involved as a party in various governmental and administrative 
proceedings.  These investigations, audits and reviews include routine and special 
investigations by state insurance departments, state attorneys general, the U.S. 
Attorney General and Federal agencies.  Such investigations could result in the 
imposition of civil or criminal fines, penalties and other sanctions.  The Company 
believes that any liability that may result from any one of these actions is unlikely 
to have a material adverse effect on the Company’s financial position or results of 
operations.  In addition, the Company maintains direct professional liability 
coverage. 
 

15. Leases 
 

The Company does not have any leasing arrangements. 
 
16. Information About Financial Instruments with Off-Balance Sheet Risk and 

Financial Instruments with Concentrations of Credit Risk 
 

The Company has no significant financial instruments with off-balance sheet risk. 
 

Financial instruments that potentially subject the Company to concentrations of credit 
risk consist primarily of investment securities.  All investment securities are managed 
by professional investment managers within policies authorized by the board of 
directors.  Such policies limit the amounts that may be invested in any one issuer and 
prescribe certain investee company criteria.  As of December 31, 2011, there were no 
significant concentrations.    
 

17. Sale, Transfer and Servicing of Financial Assets and Extinguishments of 
Liabilities 

 
A. Transfers of Receivables Reported as Sales 
  

Not applicable at December 31, 2011 and 2010. 
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B. Transfer and Servicing of Financial Assets 
 

Not applicable at December 31, 2011 and 2010. 
 

C. Wash Sales 
 

1. In the course of the Company’s asset management, securities may be sold and 
reacquired within 30 days of the sale date to enhance the yield on the 
investments. 

 
2. At December 31, 2011 and 2010, there were no wash sales involving 

securities with an NAIC designation of 3 or below or unrated. 
 
18. Gain or Loss to the Reporting Entity from Uninsured Plans and the Uninsured 

Portion of Partially Insured Plans 
 

A. Administrative Services Only (“ASO”) Plans  
 

The gain/loss from operations from ASO uninsured plans and the uninsured 
portion of partially insured ASO plans during 2011 was: 
 

ASO 
Uninsured 

Plans
a) Net reimbursement for 

administrative expenses 
(including administrative fees) 
in excess of actual expenses  $ 14,409,678 

b) Total net other income or 
expenses (including interest paid 
to or received from plans)                   -   

c) Net gains from operations  $ 14,409,678 
d) Total claim payment volume  $ 17,017,023 

 
B. Administrative Services Contract Plans  

 
Not applicable at December 31, 2011 and 2010. 
 

C. Medicare or Other Similarly Structured Cost-Based Reimbursement 
Contract  
 
Not applicable at December 31, 2011 and 2010. 

 
19. Direct Premium Written/Produced by Managing General Agents/Third Party 

Administrators 
 

No premiums were written by managing general agents or third party administrators 
during the years ended December 31, 2011 and 2010.   
 

20. Fair Value Measurements 
 

There are no assets or liabilities measured at fair value. 
 
21. Other Items 

 
A. Extraordinary Items 

 
Not applicable at December 31, 2011 and 2010. 
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B. Troubled Debt Restructuring: Debtors 
   

Not applicable at December 31, 2011 and 2010. 
 
C. Other Disclosures 

 
Assets in the amount of $1,262,031 and $1,274,263 at December 31, 2011 and 
2010, respectively, were on deposit with government authorities or trustees as 
required by law. 

 
D. Uncollectible Premium Receivables 

 
At December 31, 2011 and 2010, the Company reported admitted assets of 
$88,708 and $26,505, respectively in premium receivables due from policyholders 
and agents and in receivables due from uninsured plans.  Based upon Company 
experience, any uncollectible premium receivables are not expected to exceed the 
$33,953 that was non-admitted at December 31, 2011; therefore no additional 
provision for uncollectible amounts has been recorded.  The potential for any 
additional loss is not believed to be material to the Company’s financial 
condition. 

  
E. Business Interruption Insurance Recoveries 

 
The Company has reported no recoveries for business interruption for the years 
ended December 31, 2011 and 2010. 

 
F. State Transferable Tax Credits 

 
The Company did not have state transferable tax credits at December 31, 2011 
and 2010.  
 

G. Subprime Mortgage-Related Risk Exposure 
 
a. The Company consults with its external investment managers to assess its 

subprime mortgage-related risk exposure. The general categories of 
information considered in determining exposure are collateral and the 
structure of the security.  Other categories considered in determining the 
exposure include loan purpose, loan documentation, occupancy, geographical 
location, loan size and loan type.  Subprime mortgage borrowers typically 
have lower credit scores, lower loan balances and higher loan-to-values than 
other conforming loans.   

 
b. At December 31, 2011, the Company did not carry investments in subprime 

mortgage loans in its portfolio. 
 
c. At December 31, 2011, the Company’s investment portfolio did not contain 

investments with subprime mortgage-related risk exposure.   
 

d. The Company did not underwrite Mortgage Guaranty or Financial Guaranty 
insurance coverage at December 31, 2011.   

 
H. Retained Assets 
 

The Company did not have any retained assets at December 31, 2011 and 2010. 
 
22. Events Subsequent 
 

There were no events occurring subsequent to December 31, 2011 requiring 
disclosure.  Subsequent events have been considered through February 28, 2012 for 
the statutory statement issued on February 28, 2012. 
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23. Reinsurance 
 

A. Ceded Reinsurance Report 
 
Section 1 – General Interrogatories 

 
1. Are any of the reinsurers that are listed in Schedule S as non-affiliated owned 

in excess of 10% or controlled, either directly or indirectly, by the Company 
or by any representative, officer, trustee, or director of the Company? 

 
Yes  (  )     No  (X)   

 
2. Have any policies issued by the Company been reinsured with a company 

chartered in a country other than the United States (excluding U. S. Branches 
of such companies) that is owned in excess of 10% or controlled, directly or 
indirectly, by an insured, a beneficiary, a creditor or an insured or any other 
person not primarily engaged in the insurance business? 

 
Yes  (  )     No  (X)   

 
Section 2 – Ceded Reinsurance Report – Part A 

 
1. Does the Company have any reinsurance agreements in effect under which the 

reinsurer may unilaterally cancel any reinsurance for reasons other than for 
nonpayment of premium or other similar credits? 

  
Yes  (  )     No  (X)   

 
2. Does the reporting entity have any reinsurance agreements in effect such that 

the amount of losses paid or accrued through the statement date may result in 
a payment to the reinsurer of amounts that, in aggregate and allowing for 
offset of mutual credits from other reinsurance agreements with the same 
reinsurer, exceed the total direct premium collected under the reinsured 
policies? 

 
Yes  (  )     No  (X)   

 
Section 3 – Ceded Reinsurance Report – Part B 

 
1. What is the estimated amount of the aggregate reduction in surplus, (for 

agreements other than those under which the reinsurer may unilaterally cancel 
for reasons other than for nonpayment of premium or other similar credits that 
are reflected in Section 2 above) of termination of ALL reinsurance 
agreements, by either party, as of the date of this statement?  Where 
necessary, the Company may consider the current or anticipated experience of 
the business reinsured in making this estimate. 

 
$17,909 

  
2. Have any new agreements been executed or existing agreements amended, 

since January 1 of the year of this statement, to include policies or contracts 
that were in force or which had existing reserves established by the Company 
as of the effective date of the agreement? 

 
Yes  (  )     No  (X)   
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B. Uncollectible Reinsurance 
 

The Company has no uncollectible reinsurance at December 31, 2011 and 2010. 
 

C. Commutation of Ceded Reinsurance 
 
The Company has not commuted ceded reinsurance during 2011 and 2010. 

 
24. Retrospectively Rated Contracts & Contracts Subject to Redetermination 

 
A. – C. 

 
Not applicable. 
 
D.   
 
The Company has no medical loss ratio rebate accrual information to report for the 
years ended December 31, 2011 and 2010. 
 

25. Change in Incurred Claims and Claim Adjustment Expenses  
 
Not applicable.   

 
26. Intercompany Pooling Arrangements 
 

Not applicable at December 31, 2011 and 2010. 
 

27. Structured Settlements 
 

Not applicable at December 31, 2011 and 2010. 
 



ANNUAL STATEMENT FOR THE YEAR 2011 OF THE  HealthLink HMO, Inc.

25.16

 
NOTES TO FINANCIAL STATEMENTS 

 

 

28. Health Care Receivables 
 
A.  Pharmaceutical Rebate Receivables 
 

Quarter

Estimated 
Pharmacy 
Rebates as 

Reported on 
Financial 

Statements

Pharmacy 
Rebates as 
Billed or 

Otherwise 
Confirmed

Actual 
Rebates 
Received 
Within 90 

Days of 
Billing

Actual 
Rebates 
Received 
Within 91 

to 180 Days 
of Billing

Rebates 
Received 

More Than 
180 Days 

After 
Billing

4th Qtr 2011  $        1,925  $     21,130  $             -    $            -    $            -   
3rd Qtr 2011            1,062         21,467                   -                  -                -   

2nd Qtr 2011              (607)         18,312                 -          27,465                -   
1st Qtr 2011                  -           18,170                 -          25,573           3,922 

4th Qtr 2010                  -                   -                   -                  -                  -   

3rd Qtr 2010                  -                   -                   -                  -                  -   
2nd Qtr 2010                  -                   -                   -                  -                  -   

1st Qtr 2010                  -                   -                   -                  -                  -   

4th Qtr 2009               371         24,131           5,825                -             1,581 
3rd Qtr 2009               450         29,333           4,762        24,571                -   

2nd Qtr 2009                  -           32,348         28,050             826           3,472 
1st Qtr 2009               291         30,464         25,609          2,728           2,126 

 
B.  Risk Sharing Receivables 

 
Not applicable at December 31, 2011 and 2010. 
 

29. Participating Policies 
 
Not applicable at December 31, 2011 and 2010. 
 

30. Premium Deficiency Reserves 
 
The Company did not record premium deficiency reserves at December 31, 2011 and 
2010. 

 
31. Anticipated Subrogation and Other Recoveries 

 
Not applicable at December 31, 2011 and 2010. 
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